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SUBJECT: FY 77 FMS LOAN AGREEMENT 
REF: LIMA 7337 

1 . FY 77 FOREIGN MILITARY SALES LOAN AGREEMENT FOR PERU 
WAS SIGNED IN WASHINGTON SEPTEMBER 30. 

2. BECAUSE OF RESERVATIONS OVER SOME OF ITEMS INCLUDED IN 
GOP LIST OF EQUIPMENT WHICH IT DESIRES TO FINANCE THROUGH 
FMS LOAN (REFTEL), LIST WAS EXCLUDED FROM DOCUMENTS 
RELATING TO AGREEMENT. ONLY AN OVERALL TOTAL OF $10 
MILLION IN FINANCING WAS CITED, WITHOUT BREAKDOWN OF 
SPECIFIED REQUIREMENTS OF PERUVIAN ARMY, AIR FORCE AND NAVY. 
LIMITED OFFICIAL USE 
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GOP MAY PROCEED TO REQUEST CLEARANCES FOR ACQUISITION 
THESE ITEMS, AND REQUESTS WILL BE EXAMINED CASE-BY-CASE 
(IN PRACTICE, THIS WOULD BE CASE EVEN IF LIST WERE 
INCLUDED IN AGREEMENT). 

3. PRIOR TO SIGNING OF AGREEMENT, DEPARTMENT EXPLAINED 
TO PERUVIAN EMBASSY (DESK OFFICER TO DCM VELASQUEZ AND 
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POLITICAL COUNSELOR TORRES-MUGA IN ABSENCE OF AMBASSADOR) 

THAT WE WERE SIGNING AGREEMENT WITH CLEAR UNDERSTANDING 
THAT THERE WOULD BE NO NEW PURCHASES OF ARMS THROUGH 
REMAINING PERIOD OF MILITARY RULE. WE ALSO REMINDED 
PERUVIANS THAT ARTICLES TO BE FINANCED UNDER FMS LOAN 
AGREEMENT WILL BE SUBJECTED TO CASE-BY-CASE INTER- 
AGENCY REVIEW AS WE RECEIVE PURCHASE REQUESTS, AND MADE 
CLEAR THAT APPROVAL OF REQUESTS, INDEED THE EXTENSION OF 
ANY FMS FINANCING AT ALL TO PERU, WILL DEPEND ON STRICT 
OBSERVANCE BY GOP OF COMMITMENT NOT TO PURCHASE NEW ARMS. 

PERUVIAN EMBASSY REPRESENTATIVES INDICATED UNDERSTANDING 
OF CONDITIONS ON UTILIZATION OF LOAN. VANCE 
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